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China as a Distant Water Fishing Nation

I would like to thank Co-chairs Blumenthal and D’ Amato for the honor of inviting me to
testify on this topic and I look forward to discussing the matter with you and other
distinguished members of the Commission and participants.

We have all heard the 21st century referred to as the “Chinese century.” The Chinese, no
doubt, agree. Yet the Chinese are also calling the 21st century the “ocean century.” A
strong ocean country, in the mind of one Chinese scholar, has three components:
economic, scientific and technological, and military.' One issue that lies at the
intersection of these three facets is marine fisheries. China is already the world’s largest
producer of marine catch, producing 12.7 million tons out of an estimated global total of
79.9 million tons in 2009 (which is about 16 percent of the world total)." As such—and
furthermore as 85 percent of global fisheries are fully exploited, overexploited or
depleted—China’s behavior in international fisheries has considerable economic,
security, environmental and governance implications for the United States.

My testimony addresses China’s international fishing operations, particularly distant
water fishing operations, as well as China’s compliance with international ocean
governance institutions related to fisheries. In one sense China’s expanding fisheries
activities might seem to be a narrow topic with limited security and global implications.
However, beyond its importance to the global economy, the findings of this paper have
significant implications along the lines of the following issues: I) Can the Chinese
government control the behavior of its companies and agents in the world system as it
goes global? 2) Is China abiding by the agreements it has signed and will China be a
responsible actor in the global system? 3) To what degree is competition for ocean
resources going to be a source of interstate conflict? 4) And finally, will sustainable
development be a relevant concept to the Chinese system as it develops nationally and
internationally?

I begin with an overview of China’s distant water fishing (DWF) industry, examine the
country’s compliance with international laws and norms that relate to fisheries
management, and then discuss the impact that China’s DWF activities are having on
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global fish stocks and other countries. | argue that while China is on the whole
cooperative, several challenges remain in efforts to work with China to sustainably
manage stocks. | conclude with some policy recommendations on this matter.

Overview of China’s Distant Water Fishing Industry

“Distant waters” refer to major fishing areas that are not adjacent to the fishing country,
such as in the exclusive economic zone (EEZ) of another host country or on the high
seas." Article 62 of the UN Convention on the Law of the Sea (UNCLOS) stipulates that
when a coastal State does not “have the capacity to harvest the entire allowable catch, it
shall, through agreements or other arrangements ... give other States access to the surplus
of the allowable catch.” This provision has led to the development of fisheries access
agreements to allow a state’s DWF fleets to fish in the EEZs of other host countries. The
largest DWF nations/entities are Japan, Spain, South Korea, the former USSR/Russia,
and Taiwan.

China’s “Distant Water Fishing Supervisory Provisions,” promulgated by the Ministry of
Agriculture in 2003, defines distant water fishing as “citizens, legal entities, and other
organizations of the People’s Republic of China engaging in marine fishing and its
processing, supply and product transportation activities on the high seas and in the sea
areas under the jurisdiction of other countries, but does not include fishing activities in
the Yellow Sea, East China Sea, or South China Sea” and states that “the Ministry of
Agriculture is responsible for the planning, organization, and administration of the distant
water fishing industry, though the ministry also works with the State Council and other
related departments over policy and supervision of the industry.”" The Ministry of
Agriculture’s Bureau of Fisheries has a Distant Water Fishing Subdivision.

The growth of China’s DWF industry has been primarily driven by domestic economic
concerns. The DWF industry began in 1985, when one of China’s state-owned fishing
enterprises expanded outward to seek profit in Africa, as China’s own resources were
overfished." Since the late 1980s, the Chinese government has invested in conservation of
domestic fisheries resources through seasonal moratoria on fishing, vessel
decommissioning, and alternative employment programs. As UNCLOS entered into force
globally in the mid-1990s, it put further restrictions on China’s domestic fishing industry.
China’s bilateral fisheries agreements with South Korea, Japan, and Vietnam that came
into effect in the early 2000s limited traditional fishing grounds for Chinese fishermen.
The combination of domestic resource depletion and China’s implementation of
UNCLOS has led to unemployment in China’s fishing industry, which China has sought
to relieve through development of its aquaculture and DWF industries. China maintains
that DWF is an important part of its official “going out” (xEH|Z) strategy, which was
elaborated in China’s 2001-2005 tenth five-year plan and encourages Chinese companies
to search for new markets and invest abroad."

Today China has the largest DWF fleet in the world, although China’s production
capacity and industrial scale is much smaller than that of developed countries." China
has a number of fisheries access agreements in the form of state-to-state bilateral
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agreements that allow its distant water fleets access to resources in the EEZs of other
nations. In 2010, China had 1899 DWF vessels."" Total catch amounted to 1.12 million
tons worth RMB 12 billion (about $1.8 billion).™ Of the total catch, 54 percent was
transported back to China, and the rest was sold abroad. Tuna and squid accounted for
14.6 percent and 32.9 percent of total catch respectively.* Most high-value species are
sold abroad. In 2009, the industry had 108 DWF enterprises.X" Operating in 32 countries
in three oceans, about 500 of the vessels are squid jiggers, almost 400 were tuna boats,
almost 800 were trawling boats, and over 100 were purse-seiners and other fishing
vessels. " The DWF industry directly employs about 50,000 people. The DWF industry
has evolved from being entirely state-owned to being 70 percent privately owned. A third
of the industry is composed of a large Chinese state-owned enterprise, Chinese National
Fisheries Corporation (47 [E[7Kj*) and its subsidiaries, which maintained 556 of a total of
1652 boats in the industry in 1999. The rest of the industry is composed of regional
middle-sized companies and small coastal companies."Y Because of this gradual change
in ownership structure, the Chinese government now has less control over the activities of
its fishing enterprises.

China plans to expand its DWF industry and update its fleets through state subsidies.
China aims to increase its DWF fleet to 2300 ships by the end of the twelfth five-year
plan (in 2015) for an output of 1.7 million tons at an estimated value of RMB 18 billion.*
One report explains the Ministry of Agriculture’s eleventh five-year plan to develop the
DWEF industry, stating that the Ministry of Agriculture coined the concept of “grabbing
the high seas and EEZs with two hands, they form two wheels turning together” (A £5f

FEFRFIN » PR EEF—#E5E).Y The plan also aimed to improve the quality of fishing
operations though quality assurance systems, improved processing (such as a mobile
processing seabase), and utilization of ports that are farther away to develop new large-
scale fishing operations.

In September 2010, a task force composed of twelve people affiliated with the State
Council, Chinese DWF companies, industry associations, and universities published a
report advocating supporting and strengthening China’s DWF industry.™" In advocating
for expansion of distant water fishing for food security reasons, the report argues that
“marine biological resources are seen as the largest store of protein, therefore owning and
mastering the ocean means owning and mastering the future” (‘555 4E%) G3 R #A0 tH
FR R RIAERE » it - ARG FIEREH AN EEARK”). The
report sees expanding DWF as a way to guard China’s ocean interests and seek
international space for development because, it says, the more international space China
has, the more resources and benefits it can obtain. The report argues that while the ocean
ecosystem should be managed under a framework of sustainable development, at the
same time those countries that have had a longer history of using the ocean have achieved
more say in how ocean resources are distributed and thus receive a larger share of those
resources; in other words, the authors say, the international fisheries management system
is one of “if you occupy and possess, then you have rights and interests” (“ 575 BIA{Zs").

China also plans to develop nontraditional fisheries, such as Antarctic krill. In 2010, the
Ministry of Agriculture implemented an inaugural exploratory catch of Antarctic krill
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that resulted in 1846 tons and “laid a solid foundation for the development and utilization
of Antarctic resources.”"""

To achieve the aforementioned objectives, the State will “provide corporate tax relief;
reduce import duties or value added taxes; provide subsidies to renovate boats; reduce
taxes on import of second hand equipment like ultra-low temperature, trawling, and purse
seiner tuna boats; provide subsidies for the development and exploration of new fisheries,
and fuel subsidies.” ™ The Chinese state invested over RMB 10 million every year during
the tenth five-year plan (2001-2005) to develop fisheries resources (such as tuna and
squid) and more efficient fishing technology.™

Without such subsidies, it is doubtful that China’s DWF industry would remain
profitable. As three economists showed in their analysis of subsidies from 2003 to 2008
provided to China National Fisheries Corporation, the subsidies necessary for the
company to remain profitable rose steeply beglnnlng in 2006, to the point that subsidies
were equal to approximately half of the company’s net profit in 2008.* China is the
world’s third largest subsidizer of its fishing industry, with harmful, capacity-increasing
subsidies equaling 20 percent of the overall value of its catch in 2000."

China’s Compliance with International Ocean Governance Institutions

As many scholars have noted, China is an active member in many international
organizations and on the whole has demonstrated a record of cooperation through the
framework of the international community. " The same is largely true of international
institutions related to fisheries, although some challenges remain.

China ratified UNCLOS in 1996 and successfully implemented this international treaty in
two broad areas concerning fisheries.™" First, China claimed its EEZ and formally
adopted an UNCLOS-based management approach to its domestic fisheries resources.
Second, China signed bilateral fisheries agreements with neighboring countries.

While China has adjusted its legislation in accordance with UNCLQOS, enforcement of
these laws and regulations remains a great challenge. Despite pledges to reduce fishing
overcapacity, vessel retirement programs have proceeded at a glacial pace. Illegal fishing
remains an enormous problem between China and its neighbors, as witnessed in the
December 2011 fatal stabbing of a South Korean coast guard official by an illegal
Chinese fisherman. In the case of Japan and Vietnam, maritime disputes further
complicate fisheries management. Enforcement problems are often due to a lack of
capacity (domestic resources and education), and also reflect tension between the central
and local levels of government in China.

It should be noted that China is at odds with UNCLOS over two issues. First, unlike its

neighboring countries, China’s claim to the South China Sea is not clearly articulated in
accordance with the provisions of UNCLQOS, and some of the various bases for China’s
claim are not recognized as legitimate by international law.”" Second, China disagrees

with UNCLOS and the United States in arguing that the interpretation of freedom of
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navigation in EEZs should exclude military surveys, military maneuvers, and military
reconnaissance.™""

Several subsequent international agreements attend to fisheries issues that UNCLOS left
unaddressed. Many of these agreements have important implications for DWF nations.
The 1995 “Fish Stocks Agreement” deals with highly migratory and straddling fish
stocks.”""" China has signed but not ratified this agreement because it disagrees with the
understandings of enforcement authorization and use of force during inspections of
fishing vessels by authorities other than the flag state."" However, even though China
has not ratified the agreement, according to the agreement’s guidelines China is a
member of a number of regional fisheries management organizations (RFMOs),
including the International Whaling Commission (IWC);*" the International
Commission for the Conservation of Atlantic Tunas (ICCAT);* the Asia-Pacific
Fisheries Commission (AFPC);*' the Western and Central Pacific Fisheries Commission
(WCPFC);**" the Inter-American Tropical Tuna Commission (IATTC);**" and the
Indian Ocean Tuna Commission (IOTC). "

The 1995 “Compliance Agreement” requires flag states to license high seas fishing
vessels; monitor vessels fishing on the high seas so that they act in accordance with
sustainable fishing practices; not allow authorization of vessels that act in violation of
conservation measures; and share relevant vessel information with the FAO.” China
has signed but not ratified this agreement.

The 1995 “Code of Conduct for Responsible Fisheries” is a non-binding agreement that
lays out guidelines for the sustainable and responsible use of fisheries."' A 2009 study
scores 53 of the top fishing countries according to Code of Conduct guidelines across
nine indicators in six evaluation fields.”*"" Overall, China ranked 22 out of 53 countries,
with an average score just above failing, ahead of Spain and Russia, but behind the
United States, Japan, and South Korea. On an indicator comparing intentions and actions,
China scored passing on intentions but failing on actions, indicating the aforementioned
enforcement problem. Chinese domestic fishing is better regulated than DWF.”"""! China
scored more poorly on measures of illegal, unreported, and unregulated (IUU) fishing and
so-called flags of convenience, when ships are registered in countries other than those
where they are owned in order to evade regulation—important indicators for international
fishing—than it did on domestic measures. On 1UU fishing, China ranked 44 out of 53,
with a failing score. On flags of convenience, China ranked 46 out of 53, with a failing
score, but higher than the other major DWF nations/entities of Japan, Russia, South
Korea, Spain, Taiwan.

The 2001 “Plan of Action on IUU Fishing ” is a non-binding agreement that addresses
IUU fishing.”*™ The Plan was followed in 2009 by a binding “Port State Measures
Agreement,” which would require port states to inspect fishing vessels and deny entry to
those engaged in IUU fishing.® This agreement has been signed by 23 countries—China
has not signed—and will take effect once there are 25 signatories. The United States
Congress introduced Port State Measures legislation in December 2011. The significance
of IUU fishing is discussed in more detail in the next section.
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The Impact of China’s DWF Industry on Global Fisheries

China is already an important presence in West African fisheries, though exact details of
China’s distant water fishing industry in Africa are hard to come by due to a lack of
publicly available information. China signed bilateral fisheries access agreements with
South Africa (1978), Guinea-Bissau (1984), Guinea (1985), Senegal (1985), Sierra Leone
(1985), and Mauritania (1991) to allow for Chinese companies to fish in the offshore
waters of these countries.”" In 2009, China’s distant water fishing companies had 375
boats in ten West African countries, producing 190,000 tons valued at RMB 1.9 billion.
In Liberian coastal waters, China is the largest foreign fishing country and some argue
that Chinese illegal fishing and overfishing are displacing local fisherman.*"" In Senegal,
ocean products are the largest export good to China (63 percent of Senegalese exports to
China in 2005) and the fishing and shipping industries are by far the predominant
destinations for Chinese foreign direct investment into the country.®" Senegal Peche, a
subsidiary of the state-owned China National Fisheries Corporation, is the largest
commercial fishing company in Senegal, with a fleet of 12 boats."

xlii

Fisheries governance experts argue that fisheries access agreements on the whole have
led to unsustainable use of fisheries resources and have negatively impacted the
socioeconomic development of host countries. ™! In Africa, DWF has depleted fisheries
resources through overfishing, misreported catches and landings, fishing in illegal areas
(such as in artisanal zones or in the waters of other countries), transshipped catch at sea,
or using inappropriate methods or gear (e.g., trawling or illegal mesh sizes). DWF has led
to overcapacity in the fishing industry, and has negatively impacted domestic large- and
small-scale (artisanal) fishers by squeezing them out of the industry (due to one or more
of the following reasons: fewer fish are available, DWF nations pay higher license fees
than locals do, or foreigners destroy the gear of domestic fishermen). DWF has not led to
increased employment, economic growth, or food security in host countries. Between
1992 and 1996, employment in the fishing sector in Ghana decreased by 20 percent
because of decreased catch per boat. " Fisheries access agreements, especially those
signed with Asian countries, lack transparency. These agreements may foster dependency
on the fishing nation for income from fishing fees—in Mauritania, fishing fees account
for 27 percent of the state budget.V" One author views government corruption as a key
challenge to sustainable fisheries management in resource-rich African countries, for
example officials in some countries sell too many fishing licenses in order to collect the
fees, fishing nations may intervene diplomatically on behalf of their fleets caught fishing
illegally, and inspectors may be bribed to not report fishing violations.*™ Some host
countries may be afraid of cracking down on illegal fishing because it may jeopardize
other development aid projects contributed by the fishing nation.

IUU fishing is a problem to which China contributes. Estimates of global 1UU fishing
range from 14 percent to almost 30 percent of global catch, with an estimated value
between $10 billion and $23.5 billion annually." 1UU fishing is most prevalent in FAO
area 34, the Eastern Central Atlantic, which is off the coast of West Africa, with total
estimated catches being approximately 40 percent greater than reported catches.™ Many
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DWEF fleets fish in this area and contribute to the problem. IUU fishing also increased in
the N(?.r.thwest Pacific, due to primarily to the fishing activities of Chinese and Russian
fleets.™

There is a correlation between 1UU fishing and poor governance, with 1UU fishing being
greater in areas where countries score low on governance indicators, such as in West
Africa." Of all possible vulnerability indices in one study, poor governance was the most
statistically significant in predicting 1UU fishing."

Addressing 1UU fishing is important because of the negative economic, social, and
environmental impacts it has. IUU fishing poses threats to: sustainable management of
fisheries resources (for example by skewing stock assessments); food security; the
livelihoods of people dependent on the resource, especially in developing countries; and
the broader ecosystem (for example by disregarding regulations on bycatch or gear
restrictions). The World Bank estimates that up to half of the animal protein in West
African diets comes from fish." Fishing is an important source of employment for many
African countries, for example the fishing sector employs 10 percent of the labor force in
Ghana, Sierra Leone, and Cape Verde, and 17 percent in Senegal."" Illegal fishing also
poses dangers to consumers because vessels often do not comply with hygiene
standards.™"

Illegal fishing boats of Chinese origin or with Chinese crew have been captured off the
coast of African countries. Reports by observers in Guinea and Sierra Leone state that
Chinese and South Korean vessels dominate 1UU fishing in West Africa."™ Of lUU
vessels observed fishing illegally in Guinean waters, over half were Chinese, far more
than any other country.™ Liberia has licensed 17 fishing vessels, but one World Bank
fisheries specialist estimated that there were 200 industrial vessels operating in Liberian
waters.™ Many of these vessels are based in Guinea. Industrial vessels frequently violate
the moratorium on industrial fishing in the three-nautical-mile artisanal zone.™ Evidence
indicates that Chinese vessels reflag to flags-of-convenience states, but Chinese vessels
seem to do so less frequently than other DWF nations/entities.™"

As a member of both the WCPFC and the IATTC, China also fishes in the Pacific for
tuna and billfish. While China cooperates with these organizations, China also faces
challenges in keeping accurate logbooks and observer data, properly identifying bycatch,
properly attributing catch to the correct country of origin, and language ability.™"

Policy Recommendations
Based on the analysis above, | submit the following policy recommendations:

1) Ratify UNCLOS

The United States is one of the few countries in the world that has not ratified UNCLOS.
Ratifying UNCLOS not only gives the United States more credibility in dealing with
China over ocean-related matters, including fisheries, but it also allows the United States
to participate in fora that make important decisions over ocean issues that directly affect



Mallory 8

U.S. interests, for example the current negotiations on extending exclusive economic
zones to continental shelf limits.

2) Pass Port State Measures Legislation / Pirate Fishing Elimination Act (S. 1980,
introduced 12 December 2011)

Senator Daniel Inouye introduced a bill on 12 December 2011 that would ratify the Port
State Measures Agreement prohibiting 1UU fishing vessels from landing their catch in
U.S. ports. This bill would also make mislabeling or misidentification of fish or fish
products illegal. Congress is also encouraged to pass the Commercial Seafood Consumer
Protection Act (S. 50, introduced 25 January 2011) and the International Fisheries
Stewardship and Enforcement Act (S. 52, introduced 25 January 2011).

3) Create better traceability systems

Almost half of the fish that China catches in its DWF operations is sold abroad, and most
of this fish ends up on the markets of developed countries, including the United States. A
traceability system would require certificates of origin to provide information on the
exact area of catch, vessel identification numbers, and whether the fish are whole or
primary-processed.™ Traceability systems can also be used to deter IUU fishing.™"

4) Encourage the removal of fisheries subsidies

Capacity-increasing subsidies contribute to overfishing by artificially changing the profit-
incentive structure for fishing. In 2000, these harmful subsidies were equivalent to 27
percent of the value of total global catch.™" China is the world’s third largest subsidizer
of its fishing industry.

5) Strengthen fisheries governance abroad

The United States should encourage programs that strengthen governance—both with
regard to fisheries and in general—in developing countries, such as those in West Africa.
Shiprider programs, in which a U.S. Coast Guard jointly patrols an area with forces from
a partner state, are encouraged. The United States has a successful shiprider program with
China that patrols the North Pacific for illegal fishing, as well as shiprider agreements
with eight Pacific Island nations.

6) Continue a policy of engagement with China over fisheries resources

Overall, China has demonstrated a record of cooperation with international institutions.
The United States should continue to work with China on a multilateral level to manage
global fisheries. The United States is also encouraged to cooperate bilaterally with China
over this issue. Many of the challenges of China’s fishing activities arise from lack of
capacity and education in China—nbilateral cooperation can impart important knowledge,
skills and best practices.

7) Support multilateral fisheries conservation efforts and encourage other countries to
fish sustainably

Fisheries depletion is a global problem that requires a collective international response.
China pays close attention to the fishing activities of other countries and imitates their
behavior. The DWF nations/entities of Japan, South Korea, Russia, Taiwan, and Spain, as
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well as other fishing nations, should also be encouraged to fish sustainably. And while it
is beyond the scope of the discussion here, fisheries are also negatively affected by
climate change through ocean acidification—the United States is encouraged to be a
leader in addressing climate change through international cooperation.
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